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PERISHABLE PRODUCE UNDER FOOD 
REGULATION 

SUMMARY 

Stabilization of perishables aimed at; regulations to this end, 621. — 
Characteristics of the market for perishables, 623. — Fair prices deter- 
mined at short intervals by agreement, 625. — Rejection of goods 
shipped, 628. — Salutary action of Food Administration, 629. — 
Methods of marketing, 631. — Conclusion, 634. 

Stabilized prices on perishable commodities have, 
for short periods of time, been an accomplishment of 
food administration, notwithstanding that under nor- 
mal conditions, prices of such goods fluctuate violently- 
over periods of the same length. The effort to stabilize 
prices on such commodities has necessitated adjust- 
ments to higher or lower levels; yet these adjustments, 
tho sudden, have been no more so than those which have 
occurred under the normal competitive conditions. In- 
deed, for the dealers themselves, they have probably 
occasioned smaller losses, and for the consumers an un- 
doubted gain. Sudden breaks in prices have been a 
familiar characteristic of the perishable produce market. 
Through the efforts of the Food Administration to 
stabilize prices, the peaks of the curves of the fluctuating 
prices have been taken off and replaced by a compara- 
tively even level. Under the conditions of a highly 
competitive market, sudden breaks in prices of this 
sort have meant large losses to some, and large gains 
to others. The speculative character of the perishable 
produce market has been greatly modified, and for the 
dealers themselves a more even range of profits has 
been substituted. 
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There is no direct authority to fix prices in the Food 
Law of 1917, and whatever results have been secured 
with respect to prices and therefore profits have been 
secured through cooperation with the trade groups for 
the purpose of stabilizing prices for short periods. The 
beneficial results which have undoubtedly been secured 
for the producer, distributor, and consumer have re- 
sulted from a decided modification of the risk associated 
in the past with the production and distribution of many 
food commodities. There has been much indiscriminate 
criticism of the speculator in marketing, and his in- 
fluence on prices. Commodities of seasonable produc- 
tion necessarily entail a risk in marketing which must be 
paid for by the consumer. 

The Food Administration very wisely made a distinc- 
tion between perishables and non-perishables. In the 
administration of the law, the policy of stabilizing prices 
has given consideration to this difference. In addition 
to the general provisions of the Food Law prohibiting 
the willful destruction of food, its waste, or its prevent- 
able deterioration, as well as hoarding, manipulating, 
charging unjust or unreasonable prices, special rules 
have been made governing the marketing of perishable 
produce. The most important of these are as follows : 

1. Practically all dealers in perishable produce, ex- 
cept farmers, gardeners, common carriers, and retailers 
doing less than $100,000 of business annually, must be 
licensed. 

2. The licensee shall not ship or sell for food purposes, 
potatoes which are not practically free from disease, 
injury or decay, nor shall any fresh fruit or vegetables 
be shipped which are not of the grade, quality or con- 
dition specified in the contract. 

3. A contract for the purchase of fresh fruit and vege- 
tables cannot be cancelled after the goods are loaded and 
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under billing, without the consent of the other party to 
the contract. 

4. The licensee cannot, without reasonable justifica- 
tion, refuse to accept and unload promptly any fresh 
fruit and vegetables, and if such produce is refused, the 
consignor must be promptly notified. 

5. In every contract for sale of fresh fruit and vege- 
tables, certain provisions must be included — such, for 
example, that the seller will reimburse the buyer for any 
failure of the goods to conform to the grade, quality, and 
condition specified, except that all f. o. b. point of origin 
sales are construed to mean that the buyers assume all 
risks of damage in transit; but the consignee must, after 
notice from the consignor of the shipment, locate the 
goods after arrival. 

It is manifest from the general character of the pre- 
ceding regulations and the nature of perishable produce, 
that the enforcement of these rules has had to be dele- 
gated in an unusual degree to the local food adminis- 
trator. 

Any regulation of the marketing and prices of perish- 
ables presents peculiar difficulties. In the first place, 
perishables in this country are transported long dis- 
tances. The general high standard of living of the 
American people creates a demand for perishables 
throughout the year, regardless of their place of produc- 
tion, and the wonderful development of the refrigerator 
car service and an excellent transportation system make 
possible the satisfaction of this demand. Not infre- 
quently there are cases where the transportation cost 
equals or exceeds the cost of the perishable at point of 
shipment. 

In the second place, it is difficult to apply the fair price 
principle to perishables. Such commodities must move 
rapidly through the channels of trade. There is often no 
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relation between cost of production price and market 
price, even from the standpoint of the producer. Any 
price realized in a local market at a time of glut when 
complete loss is promised is often an advantageous price 
both for the producer and distributor. 

The Food Administration has taken these facts into 
consideration in issuing regulations governing the 
marketing of perishables. Resales within the trade, 
for example, are not restricted, as in the case of non- 
perishables, since perishables must be kept moving 
to the consumer. Rejection of shipments is strictly 
regulated. 

Any effort to stabilize prices of perishables must be 
based on two important facts: first, to have any large 
measure of success, it must be limited to short periods; 
and, second, any stabilized prices must provide for 
margins of profit sufficient to compensate the dealer for 
his inevitable periods of loss. 

No producer or dealer wishes to glut a market, but 
there is at present no means of knowing how much 
perishable produce will be on a particular market at any 
particular time. The Market News Service of the De- 
partment of Agriculture and other agencies of this 
department are doing much good work in securing the 
best economic distribution of perishable foods; but the 
situation is very complicated. Each dealer buys the 
quantity which he thinks he can advantageously sell, 
but he knows very inaccurately what others have 
bought for delivery in his local market. Producers or 
dealers near the point of production are sending perish- 
ables into the market without knowing accurately the 
condition of supply in a particular market. Often goods 
are sent on consignment, or they are sent out from the 
point of production towards markets with the intention 
of diverting them in transit. Six carloads of cabbage 
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were sent to a primary market on consignment, and 
when they reached the market, the market was so 
glutted and the cabbage became so deteriorated before 
it could be sold, that the price realized did not pay the 
transportation cost. 

The Central Food Administration, at Washington, 
D. C, has made little or no endeavor, except in one or 
two cases, to fix or stabilize prices on perishable produce. 
The most important exception was in the case of storage 
eggs and poultry. In conference with the dealers in the 
leading markets, a fair price, which was to continue until 
the close of the spring season of 1918, was agreed upon 
for those products. Under the supervision of the local 
food administrator, the poultry and egg dealers very 
generally observed this agreement. It should also be 
stated that certain percentages of profit have been fixed 
for the different classes of dealers who are placing eggs 
in storage for use during the season of 1918-19. Other 
regulations have been made which are in some cases 
compulsory and in others voluntary. 

It is in connection with the work of the local food 
administration in the larger markets that prices on 
perishable produce have been most directly effected. 
One of the most common ways in which this has been 
accomplished is as follows. 

A Fair Price Interpreting Board is organized, com- 
posed of the food administrator, wholesale and retail 
dealers, and consumers. This Board meets weekly or 
bi-weekly and agrees upon a fair price for potatoes, 
butter, eggs, cheese, poultry and other perishable prod- 
uce. These fair prices are binding upon all parties. The 
consumer and the retailer lodge complaint if they are 
charged in excess of the fair prices. The wholesaler 
objects if the prices are too low. Since the prices are 
determined by agreement with the representatives of 
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the trade and consumers, the Food Administration con- 
siders any excess price an unfair one. Enforcement is 
secured by one of the following methods: a warning; 
suggesting a voluntary payment of a fine, which is 
usually accepted; prosecution for profiteering; revoking 
the license; posting the place of business as a violator 
of the food regulations; closing the place of business for 
a short period. The widest publicity is given in the 
press to these fair prices. If such a Board meets only 
once a week, there may be need of changing prices dur- 
ing the interim if the perishable produce market on a 
particular commodity is irregular. Careful judgment 
must be exercised in arriving at these fair prices. 

The factors determining the price of perishables are 
numerous and complex. These factors are not confined 
to any one local market; some are of a general character. 
For example, the price of eggs in February and March 
practically always has an abrupt break. This is deter- 
mined in part by the quantity of eggs in storage and the 
rate of movement out of storage, and in part by weather 
conditions. If there is a period of warm weather early in 
the season, the increase in the number of new eggs be- 
comes marked'and they are shipped by express to the 
primary markets to take advantage of the high price on 
storage eggs on hand at the end of the season. Hence, 
there results a " break " in the price of eggs, and dealers 
having storage eggs lose heavily, or by the time the new 
supply reaches the primary market the price goes off and 
the dealer in new eggs may also lose. Periodic losses to 
distributors of perishable produce thus occur and no 
organization of the produce market can anticipate these 
unpreventable conditions. The margin of profit, there- 
fore, for such dealers must at different times be unequal 
and stabilization of prices must be confined to short 
periods. 
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Even an agreed-upon fair percentage of profit over 
cost on perishables would require careful application. 
For example, 10 per cent to a jobber may be a fair mar- 
gin of profit on which to distribute potatoes in April, but 
when new potatoes begin to come into the market, they 
are likely to have considerable mud on them, and the car 
lot shows a heavy shrinkage when it is sorted and dis- 
tributed to the trade. The jobber has purchased not 
only potatoes, but dirt, which he cannot pass on to the 
wholesaler and retailer, for the grocer selling in small 
lots to the consumer must sell potatoes. The weight of 
the dirt and its price, therefore, must be absorbed by 
some one between the producer and consumer. The 
latter will not absorb it; and it is not economical for the 
producer at the time of loading to clean the wet dirt 
from each potato. 

The perishable produce market is also characterized 
by a high degree of competition, not only in each local 
market, but also among the different primary markets. 
The organization of this market in cities, again, differs 
considerably. There may be and often is a produce 
exchange dealing in such perishables as cabbage, pota- 
toes, apples, and similar products; a fruit exchange 
specializing in oranges, pineapples, lemons, and other 
citrus fruits; and a butter, egg, and cheese exchange; 
or there may be other separate exchanges or produce 
markets in which are various combinations of the 
perishables and non-perishables. There is no uniformity 
in the organization of these markets in the United 
States. Within or on the market as dealers will be found 
the jobber, either as a carload or part carload jobber, 
the broker, and the wholesaler, altho any one of the 
dealers may do more than one of these kinds of business. 
These exchanges meet daily as buyers and sellers of the 
produce they distribute. Competition is very keen, and 
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not infrequently sharp bargaining is found. Prospects 
of large profits or large losses are often immediate. 
Many contracts of sale are oral, and with a rising or 
falling market the opportunity and inducement for sin- 
cere and insincere differences of understanding of the 
conditions of sale are frequent. 

One of the greatest evils which has grown up in the 
perishable produce market is that of rejection. If the 
market has fallen or is falling, the temptation on the 
part of the buyer to reject produce purchased on a 
higher market is great, and rejection had become a too 
prevalent practice on all perishable produce markets. 
The consignee, or buyer, would in some cases allege the 
produce was not up to grade, or in other cases he would 
bluntly tell the consignor or broker, that he would not 
take it. This was an extra-legal procedure in many 
cases, but the expense and delay in suing the consignee 
were often so great that the broker, or the consignor if 
there was one, would sell his produce at the lower mar- 
ket price to another dealer in order to get some return. 
If there was no representative of the consignor in the 
local market, it would often be abandoned to the railway 
for freight charges. The railways would generally turn 
the produce over to some salvage organization which 
specialized in rejected freight. Such procedure resulted 
not only in great losses to consignors, but also in the loss 
of much perishable produce to the consumer. 

This pernicious and illegal practice has been de- 
cidedly modified under the regulations of the Food 
Administration by requiring consignees to meet their 
obligations under the penalty of having their license 
revoked. It has just been noted that competition of 
dealers in perishable produce was very keen. Little 
cooperation or uniform procedure or agreement could be 
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secured. Many dealers were of small financial respon- 
sibility, and hence a judgment by the courts would often 
be worth little. But all are licensed under the food 
regulations, and the desire to continue in business made 
possible certain reforms in business practice. This is 
only one of the numerous constructive results of food 
administration which promise to be permanent. It is 
not intended, however, that under the Food Law Regu- 
lations the consignee shall be placed at the mercy of the 
consignor. There have been numerous cases where the 
seller has attempted without reason or right to bring 
pressure on the buyer through the Food Administration. 
Producers finding themselves with an unusually large 
crop of perishable produce on hand have been tempted 
to load and grade it carelessly, and send it to a market 
in the hope that the consignee will take it or can be 
made to take it. The producer has then sought to use 
the Food Administration as a club to compel the con- 
signee to take perishable produce of a grade or a con- 
dition not ordered; and much care has had to be 
exercised to see that justice is done to both parties. 

The following typical cases are selected from those 
affecting over 2,000 carloads of perishable produce about 
which there was disagreement during the period of six 
months in the St. Louis office : 

Case A: Six carloads of potatoes are sold by X, of 
Denver, to Y, of St. Louis, in March. Y alleges upon 
arrival that the potatoes are not the grade purchased, 
and that their condition upon arrival is bad. There has 
been a long delay in transit and the temperature has 
been very low. The sale was made f . o. b. point of origin. 
Y rejects potatoes, wiring the consignor and notifying 
the local food administrator. The consignor appeals to 
the Food Administration in Washington. It refers the 
whole matter to the local food administrator. In the 
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meantime, the potatoes have been inspected by order of 
the St. Louis Food Administrator, and the inspection 
shows that part of the potatoes are not up to grade, part 
of them are field frosted, and part have been frozen 
during the delay in transit. The local food adminis- 
trator secures an agreement from the consignor and 
consignee that he act as arbitrator, whereupon the bank 
which holds the draft on Y, the consignee, releases the 
car, retaining the draft pending the adjustment by the 
local food administrator. After final investigation the 
consignee, Y, is ordered to take all the potatoes which 
are up to grade, at invoice, sorting all the potatoes at the 
expense of the consignor, X, and selling all not up to 
grade for the account of X. The money in the bank is 
distributed on this basis. 

Case B: X, a producer, sends three cars of perish- 
able produce, billed to himself, to a market, and notifies 
Y, his broker, to sell them. Y quotes a price to Z and 
represents the produce as of a certain grade. Y, the 
broker, telegraphs to X that Z takes the car at a price 
higher than Z agreed to pay. The broker orders his 
principal, X, to draw on Z for the value of the three 
cars. Z finds both the grade and price different from his 
terms of purchase from the broker and rejects all three 
cars. The case comes to the food administrator. The 
broker, Y, is not financially responsible, and the facts 
show that Z is justified in the rejection. The food ad- 
ministrator notifies X, the consignor, and aids in selling 
the produce, later recommending that the license of Y, 
the broker, be revoked. 

Case C : X buys a car of rice of a certain grade f . o. b. 
point of origin on a special contract which provides for 
arbitration in a case of disagreement. Upon arrival X 
rejects the rice, alleging that it is not up to grade, but he 
refuses to permit the Arbitration Board of the Local 
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Dealers' Association to pass on the car. The case comes 
to the food administrator, who appoints as his arbi- 
trators the members of this local trade board. Their 
findings are against X. Therefore he is ordered by the 
food administrator to accept the car at the invoice 
price. 

It will be understood that in all the cases of perishable 
produce which are adjusted or handled by the food 
administrator, nothing is done which prevents the con- 
signor or the consignee from bringing suit in the courts. 
The prime purpose is to save food and in cases of perish- 
able produce prompt action is necessary. The courts 
remain open to either party to a controversy. Nor does 
any action of the Food Administration in such cases 
prejudice any claim of either party against the railways 
for damages and losses during shipment. 

Perishable produce may be sold on many different 
contracts, of which the following are the most impor- 
tant in a consideration of the regulations of the Food 
Administration : 

1. F. o. b. point of shipment. In this case (assuming 
the product is loaded properly and is up to grade), the 
consignee must bear all losses of deterioration during 
shipment. He has, of course, a claim against the rail- 
road if there has been undue delay in transit. It is also 
assumed that the consignee will be notified of the date of 
shipment by the consignor and date of arrival by rail- 
road, altho this does not mean arrival on team track. 
The consignee must see that the car is " spotted." 

2. F. o. b. point of shipment (with inspection allowed 
point of arrival.) This is a modification of the above 
terms of sale in favor of the consignee, in that the con- 
signee is permitted inspection upon arrival. Deteriora- 
tion in transit, due to delay, may be a risk borne by 
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either the consignor or consignee, depending on the other 
specific terms of the contract of sale, altho in most cases 
the burden of this risk rests on the consignor. 

3. Consignments. The consignor sends the produce 
to a market to have it sold in the local market for his 
account, and hence all risks as to condition on arrival or 
grade are borne by him, altho he may have a claim 
against the railway for delay in transit or for other rea- 
sons. Not infrequently it is consigned to himself, for 
the shipper often has no regular representative in the 
market. 

4. Brokerage or commission sales. The produce is 
sent to a market to be sold by the specific representa- 
tive of the consignor. He may bill the goods to him- 
self or to the broker. The broker often sells the goods 
for the consignor before they are shipped and then they 
may be billed to the purchaser on an f . o. b. point of 
origin sale or local inspection allowed. 

5. Not infrequently perishable produce will be sent 
out from the place of production, billed to the consignor 
or to a broker at a particular market, but with the pur- 
pose of diverting it in transit. Difficulty often results 
in these cases in deciding who shall bear the loss of 
deterioration in transit. In general, it may be stated 
that the consignee is in no event responsible for any 
deterioration which has occurred before his actual pur- 
chase, that is, he is responsible only for the deterioration 
which occurred from the time of diversion to the time of 
receipt. And yet to decide a particular case is often 
difficult, for not only may a delay in transit be in ques- 
tion, but also the grade of the commodity. So far as the 
sale is concerned, there is only one shipment, but from 
the viewpoint of the buyer there have been two : the one 
to point of diversion, and the other from the point of 
diversion to the receiving point. 



PERISHABLE PRODUCE 633 

The Department of Agriculture has carload lot in- 
spectors in many of the primary markets for perishable 
produce, and their services in supplying an official in- 
spection have been invaluable. If there could be in all 
the chief centers of production of perishable produce 
similar inspection of grading and loading, it would re- 
duce to a minimum disputes regarding grade and con- 
dition of produce. It would not solve the problem 
entirely, for there would still be delays in transit, as well 
as deterioration, even during expeditious transit, owing 
to the highly perishable character of the produce. For 
example, during the spring of 1918, Texas onions were 
loaded in good condition; but owing to the normal water 
content of the onion and the heavy rains preceding the 
harvest, many decayed before they could be placed on 
the market. One of the conditions which during the 
past year has made difficult the handling of perishable 
products has been the shortage of cars and the conges- 
tion of the railways. Terminal congestion was so great 
that perishable produce often lay in the yards for days. 

If rejection by the consignee is permitted under the 
Food Administration regulations, it must be done 
promptly. The consignee is given twenty-four hours to 
do this and the consignor must be notified. The Food 
Administration is notified and may aid the consignor to 
dispose of the produce, or, if the consignee has no right 
to reject, he is ordered to handle it. Very great prompt- 
ness must be used in all such cases, for after deteriora- 
tion in perishable produce begins, its progress is usually 
very rapid. After it has proceeded very far, the cost of 
sorting the good from the bad produce is often much 
greater than the value of the marketable part and there- 
fore the whole car lot goes to the garbage. This ac- 
counts for the newspaper and current reports that good 
produce is often thrown away. It is good produce, but 
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if the consuming public had to pay the charge for sorting 
it, the price would be increased by this added cost, and 
the small addition to the supply would not lower the 
general price sufficiently to make up this difference. 

After a year of food administration, several observa- 
tions may be safely made : 

1. The regulations have met with surprisingly little 
opposition on the part of the dealers, and in particular, 
have not produced as many unfavorable results on 
trade profits as was predicted at the time of initiating 
food control. 

2. Many of the regulations have directly and in- 
directly resulted in improvements in trade practice. 
They have especially been productive of increased effi- 
ciency in many individual businesses. Many dealers 
have been forced to give attention to wasteful business 
practices. Record keeping, and therefore cost analysis, 
have been greatly stimulated. 

3. Prices have fluctuated less violently, with no great 
loss and probably gain both to dealers and to consumers. 

4. Retailers and consumers have, under the food 
regulations, learned more about food values, grades of 
produce and methods of marketing than they would 
have learned under normal conditions extending over a 
long period of time. 

5. A considerable measure of the success in curtailing 
consumption and regulating prices has been due, it must 
be admitted, to a modification of the normal economic 
motives, which will again reassert themselves after the 
close of the war. 

W. F. Gephabt. 

Federal Food Administrator 

FOR THE CITY OP St. LOUIS. 



